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Summary

The federal budget deifni cciatc hh aosf et xheee ol dhesd  $f lo utrr iflil
FY2012) Concern over thestee rlnm rtgrea jdeecftiocriyt so,f atsh ev
budget, resulted 1in s'iCgonnigfriecsasn to vdeerb ahtoew dtuor iancgh itel
deficit ntrde hwowvt it ®n ianpl ement a plan to stabilize
provisioetnhtbepaadrepending tcatm,camdi dehaetri shorhavi
budgetary impact, were scheduled tOl 3X.akTehiesf fect
combination of policies, estimated by CBO to 71 ec
and FY2013, was reffarsrceadatdd tthy sseome lascitelse t aken
projected that the ecomomycwoswlidnl iike IFyYy2halvde r et

h
On January 2, 2013, President Obama signed into
( ATRPA; L .-240 2 which addresaad mpaudofigthetectiex. /
the changes in ATRA which are set to increase sp
projected to rise relative to the current | aw be
CBO to incredscitthdybdd8gd8dHt bddlion in FY2013 and
FY20FI32022 period.

ATRA addr e sesveedn usee vperrdadidsrbetesnt oh etk pi re althetshee end
incdtuhfBu selrtaa x "pnbdvyjsions relatedi hotakepeetateoh

enaotre® xpane¢dadAtmeafi ctalne Recovery andt Reinvestment
Al ternative Mi,niamudm Mahar (AMTH)emporary “tax provis
extehATRA permanently exnendBuWsklr amse’dinfdcaetdhsever s i o
estate tax, as well as a permanent AMT patch. Th
provisions dmdk a xMedrRidectdys do fn ot twpe x tc omd iangte e
reduction in theolJowhkalpidSecturrtihtey epmady of 2012, or
Affordable Care Actn¢A@A)t arxx€s]l oens higwhech are s
in 2013. Combined, these provisions were estimat
$2800obdiddiFY2013 and $3.9Y20221 peonodver the FY2
In addition to these revenue provisions, ATRA al
scheduled to reduce spending beginning in FY2O0T13
befiet payments for unemployment and postponed th
temporary emer gency unemployment benefits throug
to Medicare physicians under the Su3ds.talitnable Grc
eliminated the first two months of the automatic
Control Act PofL.2@I1112p0B@A,0oning tshed rt @onMaentc i rb.m L
extended the 2008 farm bill through 2013. These
estimated by CBO to increase the deficit by $48
FY20FI32022 period.

Despite the emaantymemt icfy ABRA,es affecting the
unresolved. Specifically, in early 2013, Congres
additional actions related to the postponed BCA
appropriatmads sfixr molmde hfs otfe rFn¥ 2f0ils3c. a 1F isnuasltlayi, n al boi
remain unresol ved.
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n the context of large budget deficits, Congre
set to reduce spending andNumereascexpgivenmg s
provisosotanhbepaadr spending tcatm,camsdi dehatri shorh
maj or budgetary i1impact, were scheduled to tak

2013. This combination of policies, estimated by

bet ween FY2012 and FY2013,“TwasdHadbkbirliédetpobiycso

taken effect, CBO projected that the economy wou

FY20' 3.

On January 2, 2013, Presidentxp@bama Rscilgmeed Aicrtt o
( ATRPA; L .-2 40 2 which prbwetnetoetl mhhyfiscal cliff pol
aking effect. Even wit ht Hehree emraec ttmechge to fi sAST RAs
nresolved and will 11ikel1Go ncgornetsisn.ueS pteoc ibfei cdaeclblayt,e

a
a
€

t

u

uncertaintietshasdoktvalhibdirtwpadrbdt i bas final S1 X mort
fiscalheyeoamtinuecngrenstbyufnondi nfge dehrea lo pgeo vaetrinomesn
expatesg he endThdr Maorcdh, how government operati on
needs to be deter mirnreedn.t I[fna sacdadhiect pteehnitchye n deb t c 1 i mi
woul d be eraerqluyt n2eOdiede h e xi shiimdgleloypd s gat honfSeder al
remains on an unsustteaimn a bmbea I pantche sdue tt a sl dngely

appropriate levedwe sofwislfle nadd mtgi mmel. r e ve

This report provides a brief overview of the maj
“fiscaltclHi §€usses how the provisions of ATRA di
provides informatdiged adcedaddintsi di€dlagrens. for the

Overview of Budget Deficit Is
“Fiscal Cliff

A variety of revenue and spending provisions haocd
year 2012. THRwseh &xn &¢lawdle d tthleer 1 e 1 %hetxetde ntdaexd pr o vi
emer gency unemployment benefits, “Abe ”dtolkgml Secou
tax exXteannddertshe farm bill. Had Congress and the
expisrecheduled and let the spending cuts under |
effect (see discussion below), the budget defici
fallen as a percentage of gross vdeolme sbteitcwepernoduct
FY2014 an®>HoFRW¥X®22. as a result the extension of

1 Congressional Budget OfficEconomic Effects of Reducing the Fiscal Restraint That is Scheduled to Occur,in 2013
p. 2.

2 For more information, seBRS Report R40770,he Sustainability of the Federal Budget Deficit: Market Confidence
and Economic Effectdy Marc Labonte

3 Collectively, the Bustera tax cutseduced income taxes by reducing taxsateduced the marriage penalty, repealed
limitations on personal exemptions and itemized deductions (PEP and Pease, respectively), expanded refundable
credits, and modified education tax incentivEse Bushera tax cuts also reduced tax rates on invagtineome and
reducedestate tax liabilities by increasing the amount of an estate exempt from taxation and by lowering the tax rate.

“Prior to ATRA, a number of temporary tax provisions, often

5 Budget deficits are considered sustainable if the budget deficit as a percentage of GDP does not exceed the growth in
the economy. Generally, this implies a budget deficit of less than 3% of GDP. The budget deficit for FY2012 was 7.0%
of GDP. Deficit figues from Congressional Budget Offidn Update to the Budget and Economic Outlook: Fiscal

Years 2012 to 20222ugust 2012, Table-1.
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postponem of certain spending reductions by /
next several years thastt awiinab Ilneo. | (ologwerv ebre, ctohnessi e
estimated o be lower thEX206h2 pewebd. peen over
Prior to the enactment of ATRA.,$ 5t0l2e bbudgeotn deeftiwa
FY2012 an®AsFY¥bhlgY¥essajphangeyg ohethese policies |
spending and decreasing revenue, these policies
Budget changes are measured by the“Qongrnets si onal
]l a>waselinw, iarptheel at the time the legislation
showBhablnet he spending increases amhtreradvdamue decr
increase the budget deficit by $330 b#rllion in I
FY2022 period rédlative to current 1aw.

Tablel. I mpact on the Budget Deficit of ATRA and

Relative to Current Law
Increases or Decreases (-) in the Budget Deficit in FY2013 and in the FY2013-FY2022 period

Billions of Dollars of Outlays

Fiscal Policy Provision FY2013 FY2013-FY2022

Revenue Policies

Changes to Bush-era Tax Cuts, Estate and Gift Tax, and AMT 207 3,852

Provisions?

Expiration of Payroll Tax Rate Reduction® 0 0

Extension of Other Expiring Tax Provisions2 74 76

Affordable Care Act (ACA) Taxes on High Income Filersb 0 0
Spending Policies

Reduction and Postponement of Budget Control Act (BCA) 14 24

Automatic Spending Cuts

Extension of Unemployment Insurance Benefits 22 30

Sustainable Growth Rate (SGR) Provisions Il 25

Extension of the Farm Billb 0 0
Net Offsets

Title VI Other Health Provisionsc 2 -23

Title IX Roth IRA Provisionsd * -12

Adjustment to Caps on Discretionary Appropriationsd -1 -10
Total 329 3,961

Source: Congressional Budget Office, Estimate of the Budgetary Effects of H.R. 8, the American Taxpayer Relief Act
of 2012, as passed by the Senate on January 1, 2013.

Notes: Totals may not sum due to rounding. * indicates less than $500 million.
a. Includes outlay effects related to the refundable portion of tax credits.

6 Congressional Budget OfficEconomic Effects of Reducing the Fiscal Restraint That is Scheduled to Occur in 2013
Table 1. These figures daot take into account any economic feedback which may further alter the impact on the
deficit.

" These figures do not include associated debt service costs.
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b. Item was included in CBO baseline as part of prior law.

c.  These provisions contain both additional health related spending as well as offsets. These offsets were
intended to “pay for” the costs of the SGR provisions

d. These provisions were intended to offset reduction and postponement of BCA cuts.

Compar €cdurtroe ndftbapelliamye, however, ATRA modestly re
raised taxes relative to thosePApehircieas ®phdt cwer
baseline measures shangpbacelativbetoi mellegesla
For official scorekeeping purposes, policy chanog

Major Fiscal Policy Issues Ad

ATRA addr e sesveedn usee vperrdadidsrbete st bdh e &Ktp t h.e Tehneds eof 20
i ncdltuhfBu selrtaa x "pnovjsions related to the estate t
enaotred xpange¢dadAtmeafi ctalne Recovery andt Reinvestment
Alternative Mi,niamudn dhbhat { AMd)ary tax ptexisions
extehdarsaddition to these revenue provisions, AT
policies that were scheduled to reduce spending
emergency ubhemopf otysnenpayments to Medicare physic
Growth Rate (SGR) system, the automatic spendinsg
Act of 2011, and the 2008 farm bill

Revenue Pfovisions

ATRA included a numberdiofe cttalxy pardodwiessitfodndsctaawho ¢ o m;

clt he -Buas ht ax cuts and other expiring tax provi
addr e sBusdlrtastuetes + a t @ f aanxd, and AMT resulting in a §
1in tax navdiy2013. ATRA also extended a number o f
$74 billion reduction in tax revenue in FY2013

Busehrhax LuEstate and Gift Tax, and AMT Provi

The Butashx ionwtlpurdeewdd—s mons ally enacted as part of t
Tax Relief Reconcil i aPt.ilo.al PA@aTn do ft h2e0 0J1o b(sE GTnRdR AGr o
Relief ReconcB3l GTRPAnL .RcHOwhfi ¢c2h0 Or e duced i ncome t
liabilities from 2002 tof@01D01Thesd 2@0@k2chyst we
Unempl oyment ulhoud za¢é¢ oRegaand P.olb.-3ClHR thieon Act ¢
Buselr a tax cuts lowered income taxes 1in a variet
rates aorny oirndeidnmt@as x rat-y mowalporngl gaeeducaendd divi
and ultimately repealed |imitations for personal

8 See, for example, Office of Management and Budget, OMBlatgrican Taxpagr Relief Act Reduces Deficits by
$737 Billion January 1, 2013, availabletdtp://www.whitehouse.gollog/201301/01/americartaxpayer-relief-act
reduceddeficits-737-billion.

9 For more information on the revenue changes in ATRACHR® Report R42894n Overview of the Tax Provisions
in the American Taxpayer Rdliact of 2012 by Margot L. CrandaiHollick.

10 Under the Bustera tax cuts, tax rates in the top four brackets were reduced to 35%, 33%, 28%, and 25%. Under
current law, these rates are scheduled to increase to 39.6%, 36%, 31%, and 28% after Blish-dragax cuts also
introduced a 10% tax bracket at the {emd of the income distribution. After 2012, the 10% bracket is scheduled to
expire, with the lowest tax bracket scheduled to be 15%.
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(Pedlamglxpanded certain tax credits, I T&r]Juding th
child ttaxdopt ¢ dn¥and depeedndent®T k@ rB uwthalaxx ccurtesd iatl.s o
contained provisions t d%mse dvied dyintagsre dnmedxi pfa mgien g a x
various reeduvactactdi otmmax incentives.

ATRA maadrei eat yv of changes topethmeseatteh)dprdo windi a ms
certain cases modified tax provisions origimnall.y
ATRA permanently extended the reducegditmasx amat e s
dividends for taxpbyeelrosw whi 4t 0h0 ,t 0a0x0a b(l $e4 5i On,cOoOme f or
fi1ling®Foori nttalxyp)a.yers with taxable income above t
ordinary income rosenfodmth®%rt o n¥Tdme%abdbmwvich ¢
esholds, and the top tax rate on long term ca
A also reinstated PEP and Pease for taxpayers
000 ($300, 000 nfgor omanrtrliyegd addmplwds gfitlhese 1
tions and overall i1itemized deductions to e:3
also permanently extended the tax changes t
ibmehated tax incentives.

a
Joint Committee on Taxation estimates t hat t
2003 income tax cuts will reduce revenues by
FY2013 to® FY2022 period.

T I N R S
S5 BHXNOMAHD B

o o o

Foardditionali nfoackgtthisewmed cdax ERB8vReponEi&RKR42020,
2001 and 2003 Bush Taxy 86yt Thomds  DBofdRBoRgRetIbc di o
R4248W5 ,0verview of Tax Pr obvyi sMaorngso-i . ii nGlknagn dianl 12 0

Estahd Gaft

EGTRRA enacted »p
was no federal e

istdmyvergepiidperowtd.tia 0tldt
te tax. The Tax Relief, Unemp

v =

11 SeeCRS Report R4179®eficit Reduction: The Economic and Tax Revenue Effects of the Personal Exemption
Phaseout (PEP) and the Limitation on Itemized Deductions (Peas&@homas L. Hungerford

12 SeeCRS Report RL3176& he Earned Income Tax Credit (EITC): An Overyibw Christine ScottndCRS Report
RS21477The Earned Income Ta&xredit (EITC): Legislative Issueby Christine Scott

13 SeeCRS Report R41935he Child Tax Credit: Economic Analysis and Policy OptidnysMargot L. Crandail
Hollick andCRS Reprt R41873The Child Tax Credit: Current Law and Legislative Histplhyy Margot L. Crandall
Hollick

14 SeeCRS Report RL33633F,ax Benefits for Families: Adoptiphy Christine Scott.

15SeeCRS Report RS2146@ependent Care: Current Tax Benefits and Legislative IssyeGhristine Scoit

16 For background information on marriage tax penalties and bonus&R§eReport RL3375%ederal Income Tax
Treatment of the Familypy Jane G. Gravelle.

17 Taxable income is equal taljusted gross income (AGI) minus personal exemptions and either the standard
deduction or the sum of itemized deductions, whichever is larger.

18 After tax year 2013, these thresholds are adjusted for inflation.

19 These revenue loss estimates includeotittay effects of certain tax provisions. For more information, see Joint
Committee on TaxatiorEstimated Revenue Effects of the Revenue Provisions Contained in an Amendment in the
Nature of a Substitute to H.R. THAmerican Taxpayer Relief Act of 2012s Passed by the Senate on January 1,
2013 January 1, 2013, JCk-13.

20 The federal estate tax is a tax on the estate of a decedent, levied against and paid by the estate, as opposed to an

inheritance tax which is imposed on and paid by the heirs afedbedent based upon what they receive. The federal

estate tax 1s computed through a series of adjustments and
Certain allowable deductions 1 educe thenhaddedghedotalsofabk st ate t o th
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Creation Act of 2010 temporattdadt Asreennsaaedd, thht
rate for t hleo weesrt atthea nt aixt vhaasd been 1in 2009 (35 %,

exemption amount, as reinstated, was also higher
opposed to $3.5 mill iaofnt)e rthADbGelsXtwo tuld edg idhsalvaet irveet uarcnt
t or GGTRA rules, with a top rate of 55% and a §$1
ATRA permanently extended tHexeRthieftaknempteyan
Insurance Reauthorizati,daxcamud faoxb wmhhieecaht awoanst Ac t
increased from 35% to 40%. He nse,esumder wATUIRAI, bfes
exempt from the estate tax (this threshold is 1ir
$§5. 12 million per decee doennte sitna t2e0sl 20)v,e ra ntdh itsh et htroer

The Joint Committee on Taxation estimates t hat t
included in ATRA will reduce revenues by $334 mi
FY2013 to FX2022 period.

For additional infor@RS iRap ®mksthaeerl & GBaaxdb §O plt ai xoen ss e
G. Gr;RSE1 RRe plolrbte d%S al Est at e, -SGippjingndatener dt i
Description, opyCilohamRIRISL Re lpdodrdt, iS5 t ory of Feder
Estat e, Gitfit-§ hiampdi xGem¥Pardae hn R. Luckey

Al ternative MAMPwmt mmh Ta x

Thael t ernative AMDwad mudne Tagné¢ hitghree o smxmpea ytelrast wh o

owed little or no taxes undeomnltdhelmndgultax predme
woudtdpdy s o*Wh etnax.al cul atingfitrhset AMT“t btaacxkp avyaerriso u
preferemdd kiet cmsrt ain deductions) to their taxab
income subjectAMTo btalkeS.eAMTh d(,t htea x payer s subtract

amount from t hRhirr dAsMilTe ttawdo bas e structure of 26%
against the AMT tax base to détcArMili nes tgax altiea b itl
theimrr¢guwl liability, the taxpayer pays the diff

Crucially, priodh R.oklye panddtnmndmtdhafgAaMhie exempt
amouwwemot indexe.d Tlhirs imefadmtt itomatnaddii menhel £37x
mill 20ddiom]l dubpect doethe AME rise of their nomi
ti M®ver the @ansgr dreecgadben,a d tye d r ty e mm ctrheea sAeMT o f

lifetime taxable gifts made by the decedent. The tax rates
after reduction for certain allowable credits, is the amount of tax paid by the estate. For moratiofoseeCRS

Report 95416, Federal Estate, Gift, and Generati@kipping Taxes: A Description of Current Law John R.

Luckey.

21 Thus, ATRA also extend$ie gift tax levels of §5.12 million ($5 million indexed for inflation after 2011)
exemption and a 40% top rate. In addition, it extends portability rules related to the passing of an exemption amount
onto a surviving spouse.

22 For more information, see Joint Committee on TaxafEstimated Revenue Effects of the Revenue Provisions
Contained in an Amendment in the Nature of a Substitute to H.R‘Arherican Taxpayer Relief Act of 2012s
Passed by the Senate on January 1, 20&8uary 1, 2013, JCX-13.

23 For more information on the Alternative Minimum Tax, €RS Report RL30143 he Alternative Minimum Tax for
Individuals by Steven Maguire

24 Joint Committee on Taxatio@verview 6 the Federal Tax System as in Effect for 202x-18-12, Washington,

DC, February 24, 2012, p. 30he number of additional taxpayers that would be subject to the AMT in the years
beyond 2013, absent legislative action, depends on whether the proeiSEBFRAA and JGTRRA are extended.

For example, in 2013, if both EGTRRA and JGTRRA are extended and the AMT indexed for inflation, a projected 4
million taxpayers will be subject to the AMT. Under current law, a projected 19.2 million taxpayers wouljdun &u

Congressional Research Service 5
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exemption amount atnod aad jluoswte df onro nirneffluantdiaobnl e per s o
reduce AMT tax liabiknown(ahPptalecoMBNT cies are oft
permanently adjusts the AMIndexegmpthonnamduhor foe
‘patédhend permanently allows nonrefumdaldlida yper son

The Joint Committee on Taxation estimates that t
and the permanentdinlpowsoacaekodoedgefnandghbiast the
reduce $v¥38ubsl byon inrHYZ2O0 loPne bivd R2F0MERE1 6

For more 1n@GRSY mReapomtl ikleXdV Itder,nat i ve Mini mum Tax
by Steven Maguire

n

T

Expiring Tax Provisions

The expiring provisions temporarily extended by
length of thietir prxdwinsiiomsparhgofAmbtl ycanaRtedves
and Reinvest nbeenitn gAcetx toefn d2¢0d0 9t hr ough t he end of 2
(commonly referred to as tax extenders) that wer

The American Recovery and(R2Tafe®Otiment Act o
TaRrovisions

The American Recovery and Re iLn-$)elshidndeen tmoAdcitf iocfa t2i0
to two provi=rtaanxs couft std ha¢nwdB uesnltaw ttea x pr ovi si ons . |
ARRA modi fications expanded the refundability of
marriage penalty of the EITC. In addition, ARRA
more childreannaewdhieghet eddihea tAimen itcaxn Opeodirtt uni t
Credit LAQBC)t-beaBusk cuts, the four tax law cha:
also extended through the end of 2012 by the Tax
Reaut hor i zba tGroena,t iaonnd® Aka-3 B 12010 (

ATRAempoenvréhded these four ARRA tax provisions
20PThe Joint Commstiematen Thxdtithe ¢ emporary e
ARRA tax provisions will reduce revenues by §3
FY2013 to FY2022 period

X

1
o

the AMT in 2013. If, however, the provisions of EGTRRA and JGTRRA were extended, and thex&stiption
amount isotindexed for inflation an estimated 32.7 million taxpayers would be subject to the AMT in 2013.

25 ATRA also permanently adjustedth the exemption phaseout level for inflation and the income levels at which the
26% tax bracket ends and the 28% bracket commences for inflation occurring after 2012

26 For more information, see Joint Committee on Taxafimtimated Revenue Effects loé Revenue Provisions
Contained in an Amendment in the Nature of a Substitute to H.R‘Arherican Taxpayer Relief Act of 2012s
Passed by the Senate on January 1, 20&8uary 1, 2013, JCX-13.

27 SeeCRS Report R4256T,he American Opportunity Tax Credit: Overview, Analysis, and Policy Optigridargot
L. CrandaltHollick andCRS Report R4196Higher Educatbn Tax Benefits: Brief Overview and Budgetary Effects
by Margot L. CrandalHollick.

28p L. 11%312also included a temporary provision to disregard tax refunds whemmdeing eligibility for federal
programs and federally assisted programs.

29 ATRA also included a permanent extension of the provision to disregard tax refunds when determining eligibility for
federal programs and federally assisted programs.

Congressional Research Service 6
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Tax Extenders

A number of temporary tax provizpiodat tekpiard aft
20FfF2n August 2012, the Senate Finance Committee
have extended more than 50 expir*Adnommd thepiring
provisions that would besinx¢eandtax u@ute r Cd thtea iFm tmy

(S . 35PMEngress) wererthesechhandt d¥igredreepanseend ( R
expensing allowances ddeB8wegmeldateodencouhageax ntves
foreiogmce income such as the actdnd Hdmahictiadg =«
number of e*aenrognyg sootuhrecress. Most of these temporar
been extendeld xasReparetf ,ofUntehmepl oyment Insurance R
Creation Rct.-3f)21210U10tmémayt dokfy ¢ t emporary expiring
incluSMedwke2 ¢ extended for .2012 and 2013 by ATRA

The Joint Committee on Taxation (JCT) estimates
incl udeRA we HAhce r8V4nbebl byn$S7a HFiYRODildnamder t he
FYOtLD 20D2 r¥Ofd t bt aylealr) c$ls2t billion of these rev
ttributable to the temporary extension of 1indi:
evenue altotsrsiebsutaarbel e t o the temporary extension
illion of these revenues los®es are attributabl

o= e

For additional background &RSeRpipoedaRdd2dOPL ring
Provisions ExpTax nEBxtienmhb&@dild ]l &t mad@RSSRepbotk
R4248W5 ,0verview of Taxn PrOobvdi sMaorngso-lb AL ii rilknagn d a 1 1

Spending Provisions

ATRA included a number of spending provisions, i
maj or programs that had been set to face signifi

30 For a complete list of expiring tax provisions, &8. Congress, Joint Committee on Taxatidst of Expiring
Federal Tax Provisions 201-2022, committee print, 112Cong., Januar§, 2012, JCX-2-12, https://www.jct.gov/
publications.htmifunc=startdown&d=4383

3See the Chairman’s Mark of the Family and Business and Ta:
included to increase the AMT exemption amount atahapersonal tax credits against the AMT (see the section

“Alternative Minimum TaxAMT) PatcF above). For more 1inforaseonsideredinon tax exte
the Senate Finance Committee, bép://www.finance.senate.gdgaringgiearingfid=c36e29ce6056a0325260

7997a539f948

32 SeeCRS Report RL3118Research Tax Credit: Current Law, Legislation in the 113th Congress, and Policy, Issues
by Gary Guenther

33 SeeCRS Report RL3185%ection 179 and Bonus Depreciation Expensing Allowances: Current Law, Legislative
Proposals in the 113th Congress, and Economic Effegt&ary Guenther

34 SeeCRS Report R41852).S. International Corporate Taxation: Basic Concepts and Policy Isbyedark P.
Keightley.

35 SeeCRS Report R4176Energy Tax Policy: Issues in the f12ongressby Molly F. Sherlock and Margot L.
CrandaltHollick.

36 For more information, see Joint Committee on Taxatsimated Revenue Effects of the Revenue Provisions
Contained in an Amendment in the Natafe Substitute to H.R. TH&merican Taxpayer Relief Act of 2012s

Passed by the Senate on January 1, 20&8uary 1, 2013, JCX13.

37 For more information, see Joint Committee on Taxatsimated Revenue Effects of the Revenue Provisions
Contaired in an Amendment in the Nature of a Substitute to H.R“Almerican Taxpayer Relief Act of 2012s

Passed by the Senate on January 1, 20&8uary 1, 2013, JCX13.
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porti omutodmathiec spending reductions set to take
of 2011, extending certain unemployment benefits
payment rates, aynadampreowtadnsigord oaBfOatelsat d2nlalt8 df atrhna
ATR'A spending provisions, with any applicable of
bil

lion 1 n FY2013.

Budget Contr oaln dAcGh aonfg e2s0 1tlo Rot h I RA Account

Spendi thgadec wedeamdul ed to take e2f,f e2c0t1 3b eagsi nan irnegs uolnt
Budget Control PACLt.-20fTRd IBCABLAnt ained a variety
intended to reduce thevdédefit  hd&FtYEWRAd®Pelrd osdt, %A .o,
a mechanism to increase the debt 11mit. The defi

savings from statutory caps on discretionary sopc¢
Commi ttee eodiucDeifoinci(tJ oRi nt Committee) to identify
least $1.2 trillion over FcOh ayierasr so.f Onh eNoJvoeimbte rC o2
announced that they were unable’'stadermdddmean Az gmnc
result, a $1.2 trillion adbtecema ttirci gsgeedreedd & goy rbeedgu c
2, 2013.

FokY20addt omatrfobbso ar d g preendduient i ons (referred to as
amountinlgi thhd $dddedfeamdul ed feene tht aarkwea,r ywi2t,h 2$05143. 7
billion being cut from defensdcefsepresnedisnpge mdidn .54 .
Spending reductions of a simil aye baentowenetn are al s c
FY2014 an®Wi FW20Bd.DPRA,s atglee oHY2A013 spending reduc
by $24 billion, to roughly $85 bdé¢feownegcqandly c
postponed f3BThet wwo diofnitehds .s pending reductions are
on March Is,s Xthlah,gewnlaece made as a result of the
Several other minor modifications were also made
would be calculated.

In order to offset the cosmenf &hd rhdisgesonedft
automatic spending cuts, ATRA contains spending
spending s9 dEY2@h2 BLCA FY2014 discretionary spen
of fset roughtynhatndi AT RAhal sostontained a provi s
revenue by permitting certain retirement account
without distribution. Roth contributions are sut
when tihbeutdiisntsr are receivedefaeasrwidt hedtihememypas
result, this change increasececygecacvbundget owt hdo g,
decreases r eveynuaer owutnsdiodwe t he 10

38 SeeCRS Report R41965he Budget Control Act of 201ty Bill Heniff Jr., Elizabeth Rybicki, and Shannon M.
Mahan

39 Several measures were also proposed inthECl®n gr ess to cancel or modify the BCA’.
process. President Obama has also offeie@dwn proposal as part of his FY2013 budget. For more information, see

CRS Report R42679,he Budget Control Act of 2011: Budgetary Effects of Proposals to Replace the FY2013

Sequeste by Mindy R. Levit

40 Scorekeeping convention typically does not account for savings if they are dependent on future Congressional action.
In this case, the CBO score does not count changes in discretionary spending as it relates to discretionary cap
reductions as deficit reduction under ATRA. This is because adherence to the new discretionary cap levels depends on
future Congressional appropriations action.
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For more infoemButdgpat ohouhtvommakthiAccts pehfle atg tkd
budget dGCRS cRetp,orsftdheR4RbDHHet Control Act of 20
Spending and t het BadgwttodetfiiaciSp hdinnbgy CMitnsd
R. Levit andFMarmotebdbnfermation on iCRRSi vi dua r
Report RIGDISI Aual ARectoiurnetmse n( I RAs ) : [ s, s tbeys and Pr
Thomas L. Hunger fonddR$WNdJdRIpartT6RIIG4IA Dl c and Rot
I ndividual RetirememgegrMy clamn. . s] .(ITRAp9l:e sdk iPr

uct
11 :
re
|

Unempl oyment Compensation

The Unemployment Compensati-sha¢(®C¢fpoogr swmt hsbas
upport for unemployed wédomkdesd pCobeded:i

s ithr ®Ongk
arecexhausted, the temporarily authorized Emer genc
and the permanently authorized Extended Benefit
unempl oyment benefits, depending on worker eligi
codni t i ons.

States provide funds for the regular UC benefit
the state share of the EB payments. The federal
administration, the fedeW@08 shedlmglreai.pEB mpayemdn tl s
(P. E3739)1, the EB program is funded 50% by the fe
P.L.-5144 amended HmoRK.t tfeenpeontalry ltyy provides for 1
of BEBheprogram untwHert htehe nfde befr 210 13hare reverts
The 100% federally funadetdh EdRCOBI2pHd @he mEWEO 8 f i r s
progssatamucture and authorization have been amend
H. R. Until thHh.eRen 8hamuwaroyf 2, 2013, the authoriza
had lapsed on Dhke cemmbteirr & SEWEQOBIR2beiils f s thsednled to
the enid. oAs 20ulrrethtel FULOBhprioged,m provides up to
additional weeks of unemployment benefits to cer
UC benefits in sotyaméénst .wi th high wunempl

CBO has estimated that these provisions will 1nc
2013 ($22 billion in FY2013 and the remaining §§&
provisions in EUC08 and EB.

For more informatiomswmamae mpe¢ogmetns, including

and EB pr @RS atepos elenRlndp3d3op2nent [ nsurance: Progr
by Julie M. Whittcaker and Katelin P. I saa

Sustainable GrowPbcRPia« System

Reductions in payment rates to physicians under
Sustainable Gr owt h aRvaetteth e(dSGRDH Deys dcambmepra wit Ir ,@ f2 0t 1h2e
Mi ddle ClaandTdebREIEa(Pion-94tPhed SOGR 2s ystem, th
statutory method for determining the annual upda

41 For more information on the Budget Control Act, €S Report R41965;he Budget Control Act of 2014y Bill
Heniff Jr., Elizabeth Rybicki, and Shannon M. MalendCRS Report R4205@udget“ S e gqu e s t rat i on” and Sel
Program Exemptions and Special Rylesordinated by Karen Spar

42 For the more details on the level of EUCO8 benefits and state unemployment requirements for each tier please see
CRS Report R4244£mergency Unemployment Compensation (EUCO08): Current Status of Bdnefitdie M.
Whittaker and Katelin P. Isaacs
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estabas sthaerdt of the BalBnbk e3 JliBhiddagne ta tAcetmpotf t1o9 9nva i
Medicare physician “spshditnglkbe¢evibebyvecdbwoéhaimnoecdl e
GDP per capita, efficiency in delivering health
the SGR system, the actual expenditures did not
physician fee schedul e weirned ecxl ofsME It, 0o at hper i Meed iicnadr
required to produce physician services). For the
physician fee schedule update was more than t wic
the actual expthdwedreaegetetsdednd the discrepanc
With the exception of 2002, when a 4.8% decrease
laws to override the reductions. However, legisl
tepmrary reprieve from projected reductions 1in p
even steeper rtreductions in payment rates 1in the
Section 601 of ATRA keeps Medicare physician pay
31, 20 1d3i.,ngo vtehrer ist atutory SGR changes that would
in calendar year 2013. CBO estimates that this
billion in FY2013 and by $25 billion over the F?
For andadi tbiaockground informationCRSdRapesttor K4 @00 7T
Medi care Physician Payment Updat es ,anbdy tJhiem Sus t a
Hahn ande JMwmlevmay i

Ot her Health Provisions

ATRA iadsloudes many additional health care provis
modi fy existing payments to provid nde t he
of the proviseadsingddinolddiagt adp of he extens
rovider payment (such as the floor on the physi
mbul a wmme padydnent s) as well as the provisions ex
suche agual i fying individual (QI) program and th
rogram). Ot her provisions would result in savir
mination of funds from the Medicgaeedmpr ove me
i consumer operated and oriented pl
s through modifications 1in the t
c

n
i and oding sadjviscteme ntOn fhert , Mcd

t
on
all other healith) pwowl d imasulitn iTn
budgetandde liecirte acfe $§ 23 bWhhiel dedn icn
to FY2022 period

cC =0 T 0T /T

e
3
Farm Bill Extension

ATRA extends the 2008 farm bill (tReLFodd,l Conse
246 for one additional yetalhe umdadd GSfpttlenbfear B0g o

programs that are on a diffMPrnents odl ¢hdarr,008hidfau
had expired on September 30, 2012. However, t o ¢

43 A crop year refers to the year in which a commodity is harvested. Thus, the extensapplyitio the farm
commodity programs in the 2008 farm bill to covered commodities harvested in 2013. The dairy price support program
is extended until December 31, 2013.
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program at desite8lt@tms] |l aonadwdstneaded. The of
a reduction of $110 millio*h from a nutrition edu
A different subset of 2008 farm bill programs di
have required oretwi ofwmendd.i nTgh et soe bper cgrams did not r
funding under ATRA, although mpeamar wioard nd tialvles barmr
extension proposals that wereed¢wvehopodsenv2601 i1
progr ams,l adgirsiacsutletruraas si stance progr ams, special
certification, beginning and socially disadvanta
bioener gy, and fapmeg®amarket promotion

There i1is no netrooitdedoimhATRAtbascsaone pfunding t
major farm bill programs, such as for the farm oc
programs, was al®Thedfodgrebe basekipeeted to writ
in 20dl 3t,h-yaecneneext ension preserves the budget Dbas
For more information abCoRuSt Rtehpeo rffa yRid 2dirdli2lg ne xtme/n s i
Extensioh8 ofapmmbelhi2l)i m Monke, Megan Stubbs, and R

Major Fiscal Policy Issues No

ATRA daddnests two policiesfTroaditdecgeedtddtioobeatart
t he end tohfe RtOW R epodfiangte r eduction 1in tahmetdhSocial Se
ACA taxesimamnothd gthex filers, which are scheduled

Payroll Tax Reduction

In an effort to stimulate the economy, Congress,
empl oyee-eampd oyedf shheeSocial Security payroll ta
4.2% for empl oyee se nmpnldoyleOd.)4 % Sfoocri atlh éSnesckelrfi t y tru
who'by a transfer of general orte ieonsuwe ,r esvee ntuheast aSo «
of the payroll tax rate reduction. The temporar.y
2011, but the reduction was extended for two mon
Continuatioh. AP .dR2C@&Mdrle s later extended the p
through the remainder of 2012 as part of the Mic
20 1P, I.-9 IATRA did nbe¢ payealdl tst xc umergeuncttait @ @ np a st
datfDBeoember 31, ther2fomned rtevkeaded .Ra«c kK otro t he o1
empl oyex &4 %a if d rel ntphlep hdeadlsfe empl oyee share of Socia
taxes is again 6.2% on t*he first $113,700 of wag

For more information on the CRSipRepoytp&Rg2dDB, t e
Extending the Temporary Payroll Tax Redubcyti on: A

4 CBOscoreoH.R.8 f o ot n bttp:écbogoviite's/default/files/chofiles/attachments/
American%20Taxpayer%®&elie620Act.pdf.

45 CRS Report R4143Expiring Farm Bill Programs Withowt Budget Baselinéoy Jim Monke
46 CRS Report R42484&udget Issues Shaping a 2013 Farm, it Jim Monke

4T This level of earnings is sometimes referred to as the maximum taxable earnings fstdd adnually for
inflation. For more information, se®tp://www.socialsecurity.goplannerghaxtax.htm
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Donald J. Mar pl e sa m@RIS Moelployr §b.RidSIH6edrSlec auler i t y Te mj
Payroll TagxbRe®Dawnhi Nmschler

ACA Taxes dmcHingheélmx Filers

The Patient P ctionParld-1AlR§loa tha bl ekPercea eAlc tt of
among other t s, dincrease access to health 1ir
effecti vd ni md on to financial penalties 1 mpo:
pwrhase health insurance coverage and certain em

r ot e
hing
A0t 4

adequate coverage, the law includes a number of
coveraghir@®nef those revenueBeod l1dnbleadletrh viems o n
admini,atnda teanpdiatyhe risni tial effective dates varyin
However, mnearly half of those riewecmme st axppa ter sbe
that will be eff edet iaveMeidni c2a0rle3 . p alyhreoslel itnacxl uand a
incdmecording to CBO, these two taxes are projeoc
2.0 FO3 .

Under current law, employers and employees each
Medicare Hompd t(@BardtnsA). ACA includes additional
income taxpayers. Specifically, ACA-iinmpoonsee s an a
workers with wages over $200, 000 forfenngle file
taxable years after December 31, 2012. The addit
these thresholds. Thus, the hospital i1insurance
to 2.35% for wage income meovanuds wihlrle stho | dr @ dniot
Medicare Hospital Insurance Trust Fund (Part A).
ACA as amended also imposes an additional tax on
modi fied adjusted gross income (MAGE9 muhder s pec
investment 1income tax. Specifically, effective f
will 1impose a talxeseotewal to 3.8% of the

(1) net investment income for such taxable year, or
(2) the excess of MAGt over $250,000 for joint filers and $200,000 for single filers.
ATRAi d not alter the ACAcotmaesaxmPobedson higher

For more information aGPRPNitRetphoershe RRBabxleds8, ¢ ds e e Ar c |
Revenue Provisions in the PatientbyYrbawaemadwine ana
Mul aen@lRS ReporfTh R431.48B, MediwaFex ComtUndaunneod I nc
Including Real , EbyaMar Kr Puns Ket ghulbey.

48 For more information on other ACA provisions, $8ReRS Report R4166/CA: A Brief Overview of the Law,
Implementation, and Legal Challengesordinated by C. Stephen Redhead

49 Also effective in 2013, ACA imposes an excise tax on certain medical devices.

50 Congressional Budget OfficEconomic Effects of Reducing the Fiscal Restraint That is Scheduled to Occur,in 2013
Tablel.

51 Modified adjusted gross income is defiresladjusted gross income increased by the excess of foreign earned
income (defined in IRC Sec. 911(a)(1)) over the amount of any deductions or exclusions disallowed under IRC Sec.
911(d)(6) when dermining foreign earned income.
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Ot her -BhromtConsiderations

As noted above, Congress may choose to reconside
ATRA before they expiirce.s plem dManrge lr,e dtulcet i aomtso ia o m
Acaf ZXGll scheduled to take effect. At the end of
bill“dod’hden k ,s ever al tax extenders are scheduled
di scusostelsert wiossues that Congress 1s likely to co
debt 11 mit

(6} (&
€

FY2013 Appropriations Bills

On September 28, 2012, President Obama signed a
appropriations fof YRHO.AIBELEL(AHA R A6tmon™Mas chh 27, 201°:
that currently enacted funding expires, a fundir
provide d,o uegiht tehre telhact ment of the 12 appropriat
combinat i ol foft htehree tiwo.a funding gap due to the
additional appropriations, governmehtomnsgtibmnties
the pasrnmgnt s hwtddoaontercsklshsaivteat ed furloughs of se
thousand federal employees, required cessation ¢
affected numerous ®sectors of the economy.

Debt Limit

Goveamtm borrowing is constrained by a statutory
Current fiscal amoliincy ewswlidonarraldyte o2rdmidd¢ t 1 ¢ mi ¢t i ng

obligdteonesry Secretary GeitBfAd¢2 1nditeated LCongr
the current debt 1imit would be reached on Decer
extraordinary measures can be taken which would
limit by for r ouglINg gitoawtoi candsd i c n otnhail s miosnst thes .i n 20
of t hye wBhCiAch included a debt I i mit increase and
the limit.Swme Tna€badress have expressed a desir
accompannyeixntg dtehbet 1 1i mit increase. The debt subje
rise as long as the budget remains in deficit or
fluctuations could still requiwmd Trdeswurdy dtedbts sl
to 11imit doTehse ncoutr riennctr edaesbet. 1 i mit stands at $16.
For more information on the debt 1i1imiCtRSand poter
Report Redalc6/i3i3n,g t he Debt Limit: Background and P
Opevrat icoonosr dinatedab@RMi Radyo RtT hlkek 3DIeH 7 sLti omri yt

and Recent blyncD.e aksnedsr ew Austin and Mindy R. Levi

52 For the most uto-date status of FY2013 appropriations bills, 6&S Report Appropriations Status Talf#,2013
Status Table of Appropriationby Justin Murray, Merete F. Gerli,ddared Conrad Nagel

53 For more information, seERS Report RL3468®hutdown of the Federal Government: Causes, Processes, and
Effects by Clinton T. BrasandCRS Report RS20348&gederal Funding Gaps: A Brief Overvighy Jessica
Tollestrup

54 Letter from Timothy F. Geithner, Secretary of the Treasury, to The Honorable Harry Reid, Majority Leader, United
Staes Senate, December 26, 2042p://www.treasury.goebnnectblogPagesdecretaryGeithnerSendsDebtLimit-
Letterto-Congressl2-26.aspx
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The Budget Deficit and the Ec

Many budget analysts are concerned about future
current spengobhgcand arregsea hdtaehnngo itit ncnokdnet fi inmiet e 1 y

However, making srieglmicfei chaintt dcehSai ntgietse tmway be harm
ongoing ecordmime reomnvweni y.t s believe that the un
“f1scéd&wasx | hdlkd itnhge braecccovery as individuals, busin
governments did not know what they would be faci
delay purchases °Afl thoaudsh ATRAs et vyimcasated uncert e
some makxoand spending policies,” it did not restoa

The effects on the economy of certain policies e
the spending and revenue provisions of the Ameri
L.-55]1]14dre waning under curr etnhte leacvwo.n oGhByO wielcle nnt
turn to fuunltli le AFpYh200ulgBh.n ATRA i s 1 irkied ygrtoowtiln cirme a
e sthmritel ative to what growt hf wowdHda dhlaivef been
ken effect, ongoing large budget drdficits coul

issues affidet negtt lechaddenmnald bedpatd
Increases in mandatory spending due

re expected to begiKee¢epknggfetftlicet t
outl aysapmrto Ri0a todl G3DPt wotts historical av
unchanged, according to CBO projections
er t s

a i

,\
i~}

- =+ =
[ = T

icy
e d.
on a

— = e o 0T
i—‘-<b—‘

oo = —uwn

ot h t hcaina It hSaetc ufroirtr yde dainndg r Mend iBchaei dc,o s

s ome ¢ o mb¥YPmatttiinng o fth et tbeu dtgeat on a sus't
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55 For discussion, seBRS Report R4184%an Contractionary Fiscal PolicBe Expansionarydy Jane G. Gravelle
and Thomas L. Hungerford

56 Bank of America Merrill Lynch, US Economic Weekljhe postcliff economyOctober 25, 2012 and Chris Isidore,
“Economists: Fiscal c¢1 iONNManeyOetalei 1920%2. t hreat, but wunlikely,?”

57 Committee for a Responsible Federal Bud#fét, s h i n gt on ' s Gi ft for t hlanudedy Year : Ano
2013, available dittp://crfb.orgsitegdefaultfiles/washingtons_qift_for_the_new_year.pdf

58 Congressional Budget Offic&n Update tolte Budget and Economic Outlook: Fiscal Years 2012 to ,282@ust
2012, Table B1.

59 The economic effects of extending many of the policies addressetRA Are discussed iBongressional Budget
Office, Economic Effects of Reducing the Fiscal Restraint That is Scheduled to Occur ,ip20L3.

60 CRS calculations based on Congressional Budget Offloe LongTerm Budget Outlogklune 2012,
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